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006, the year interest rates
stabilized.  The big swings up or
down did not occur.  Rates did go
up at the start of the year and have
remained steady since that time.
Kern Schools Federal Credit Union
has been able to offer competitive
share certificate and money market

rates during these times.  Our loan
rates have shown a slight increase to
cover the rising cost of money.

With this economic leveling, Kern
Schools Federal Credit Union was
still able to show positive growth,
and more importantly, we were able
to provide members the ability to
better their quality of life.  Our invest-
ment program has shown positive
results in financial counseling and
advising members in a complex
financial marketplace.  Our goal is
to provide each member the oppor-
tunity to save for the future.  We have
investment representatives at each
branch who are prepared to handle
our members’ situation at any fin-
ancial level.  Today, and in the future,
this is an integral part of building
that lifetime financial partnership
with you, the member.

Our ebranch continues to grow in
usage.  Home banking, bill payment
services and loan applications provide
a high convenience factor in our busy
lives.  You can view your account,

receive your statements online, print
copies of your cancelled checks,
transfer money, or pay bills twenty-
four hours a day, seven days a week.
Yes, convenience is important in
banking services.  We have over fifty
ATMs in the Kern County area.  If
you travel out of town, we are part of

the “surcharge free” ATM network
of the “CO-OP” Financial Network
throughout the United States.

Another area that the Credit Union
devotes time and energy is in security.
With criminal activity becoming
more complicated and sophisticated
in today’s world, Kern Schools Federal
Credit Union has made fighting
criminals, forgeries, identity theft,
and other security risks a priority.
We make every effort to protect the
private information of our members.
We do not provide members’ informa-
tion to others unless specifically
directed by you.  This is not only a
challenge for your Credit Union, but
also for all other financial institu-
tions.

In summary, our Credit Union had
a solid financial year of growth in
2006.  We have maintained our
cooperative spirit, and have striven
to meet members’ expectations of
quality, efficiency, and dependable
service.  The Board of Directors,
Senior Management and all of staff
are committed to these expectations.

 Remember the Spanish proverb:
“He who does not look ahead remains
behind.”  We look forward to 2007,
and beyond.  Ahead are the opport-
unities to provide you, the member,
with a chance to improve your finan-
cial situation.
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iscal year 2006 proved to be another strong year for your credit

union.  Kern Schools experienced gains in membership, loan volume,

deposits, income, and total assets as it maintained its status among

the top financial institutions in Kern  County; in spite of an economy

experiencing slow growth and a softening real estate market.

Growth is not necessarily a positive element in the financial services

industry unless it is accompanied by a corresponding increase in the

number and level of services provided to consumers.  Your credit

union board and staff have worked diligently to maintain proven

services while adding new programs to manage member savings, loans,

investments, insurance, payables, and virtually every area of your

financial need.  The most obvious way to increase services is through

the establishment of new full service branches, such as the new

University Centre Branch on Ming Avenue which opened in the

third quarter of 2006.  However, we are always looking ahead to

identify creative opportunities in order to provide the services you

demand.  For instance, we recently opened a new branch in the Save

Mart Supermarket, located at Hageman and Calloway Roads, with

Sunday business hours, a first for us. You may even see one or two

more new credit union locations before the end of 2007!

The ability of your credit union to offer services to meet the

dynamic financial needs of its members has been perhaps our greatest

enduring strength over the past 66 years.  Sustaining that philosophy

will provide greater challenges ahead as we build business

relationships with future members.  To that end Kern Schools has

placed an emphasis on serving the youth of our community.  In 2006,

credit union staff conducted classroom presentations for over 1,500

young students to teach them how to save and manage their finances.

Student branches have been established at Stockdale and Ridgeview

High Schools and the Regional Occupational Program to provide

real world banking opportunities for students who are also

employees of their own credit union branch.

Building these relationships with future members is a perfect example

of why we continue to be a viable leader in the local financial

marketplace.

I would like to express my appreciation to your Board of Directors,

Senior Management, volunteers, our terrific staff, and each of our

169,735 members for their contributions to the success of our credit

union.  TOGETHER, WE ARE SOMETHING SPECIAL!
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he Credit Union has had another very
successful year.  In fact, our Credit
Union is coming off of two record
setting years.  We see the Credit Union
with almost $147 million in capital
and a net worth ratio of 8.84% at year
end. This strength will enable the
institution to meet its purpose, serving
the members, through the offering of
new innovative products and new
branch locations.

Keys to achieving this strength are
based on solid profitable operations.
Some of the most significant results
during 2006 for Kern Schools Federal
Credit Union include:

As of December 31, 2006, total
assets increased over $98 million or 6%
from December 31, 2005.  Total assets
are $1,666,469,000 as of December
31, 2006.  Share balances grew by
almost $83 million or 5.9 % while loan
balances increased $122 million or
10.2%. Dividends paid out to
members were an all time high of $44.4
million and net income was $15.7
million.

To help serve this growth the Credit
Union opened its newest branch in the
University Centre on Ming Avenue.
This state- of-the-art branch will insure
that we will continue to be able to serve
our members for many years to come.

Our financial results continue to be
bright and reflect the support of the
membership of Kern Schools Federal
Credit Union.  They identify our core
strength, that of a strong and diversified
membership that uses the Credit Union
to meet their financial needs.

he Supervisory Committee, under
the direction of the Board of Directors,
continues to review and examine the
Credit Union’s operation process.

The Supervisory Committee, with
the assistance of our Chief Internal
Auditor, Mr. Perry Goodbrake, and an
expanded audit department, has
increased its scrutiny into the review
of the quality of our loans and their
subsequent collection with excellent
results. During the year the delinquency
ratio has been reduced by 16 points to
0.47% and the charge-off ratio reduced
by 37 points to 0.46%.

On April 1, 2006, James C. Dunn
resigned from the Supervisory
Committee due to medical
considerations. He is to be commended
and thanked for serving 19 years on
the committee.

The auditing firm of Turner, Warren,
Hwang, and Conrad, under the
direction of the Supervisory Committee,
have been performing the Annual Audit
of your Credit Union’s financial
statements for 2006. The audit is not
complete, therefore the report being
presented is not audited. The final
audited report will be available during
the second quarter of 2007.

The Supervisory Committee wishes
to express its appreciation to the mem-
bers of management and staff for their
assistance and cooperation in making
this report possible.
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A n n u a l  S t a t e m e n t s

CONDENSED STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31ST – (UNAUDITED)
(000’s Omitted)

ASSETS 2005 2006

Loans to Members $1,196,835 $1,319,209
Cash 51,095 32,710
Investments 251,108 217,492
Interest Receivable 6,067 6,870
Premises & Equipment 29,608 40,094
Other Assets 33,487 50,094

TOTAL ASSETS $1,568,200 $1,666,469

LIABILITIES/SHARES/EQUITY

Dividends Payable $2,897 $3,204
Other Liabilities 35,037 33,672
Member Accounts 1,399,152 1,482,364
Restricted Reserve 34,783 34,783
Undivided Earnings 96,331 112,446

TOTAL LIABILITIES & EQUITY $1,568,200 $1,666,469

STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31ST - (UNAUDITED)
(000’s Omitted)

INCOME 2005 2006

Interest on Members’ Loans $72,261 $81,484
Investment Income 10,078 8,808
Other Income 31,214 30,951

GROSS INCOME $113,553 $121,243

OPERATING EXPENSES $60,877 $62,569

Income from Operations $52,676 $58,674
Non-Operating Gain 1,190 1,472

Income Before Dividends 53,866 60,146
Dividends Paid to Members 33,891 44,399

NET INCOME $19,975 $15,747

GROSS INCOME & OPERATING EXPENSE
(000’s Omitted)
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MEMBER DIVIDENDS & NET INCOME
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Dividends $25,360 $26,470 $27,919 $33,891 $44,399
Net Income $12,557 $12,427 $13,652 $19,975 $15,747
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